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BUSINESS 


A small contraseasonal decline hit 
New Mexico business in May, dropping the 
Index of Business Activity a mere tenth of a 
300 4299.9 for MAY point below the 300 level. By comparison 
with May 1958, however, the Index reflected 
generally booming conditions with even the 
lagging metal-mining industry participating. 
250 @266.1 a Year Ago Except for a slight construction drop during 
the month, the decline in business, presumed 
to be entirely temporary, was not apparent 
in employment figures. Indeed, over-all em- 
ployment made better-than-average gains by 
200 comparison both with April 1959 and May 
1958. Asa matter of fact, gains in employ- 
ment during 1959 have been unusually large 
and are possibly the most reassuring aspect 


150 of the entire current business scene. 
Although employment growth in New Mexico 
was merely slowed rather than halted by the 
1957-58 national recession, comparisons of 
100 


1947-49 Average current levels of employment with those pre- 
vailing duringthe low point of 1958 revealthe 
extent to which recovery has stimulated the 
recent growth of the State. Also, such com- 

50 parisons identify the industry groups most 

vigorous in the recovery and presumably 

contributing most to the State's business 

NEW MEXICO BUSINESS INDEX boom. 

Construction, as might wellbe anticipated, 
has led the pack with a 32-per-cent gain in 

(Continued on Page 11) 


Consumer-Credit Innovations 


What's New in Consumer Credit 


Ah, take the Cash and let the Credit go, 
Nor heed the rumble of a distant Drum! 


--Omar Khayyam 


Whatever else the present era is, it is rapidly 
becoming--in this country, at least--the Century 
of the Consumer. That means You. Moreover, 
it is the Century of the Credited Consumer. That 
means most of us. As of May 31, 1959, the 
short- and intermediate-term consumer debt in 
this country equaled about $257 for every man, 
woman, and child of us; and the instalment seg- 
ment of that debt was equal to a little more than 
$195 per person. Early in 1958 only 38 per cent 
of all American families were without some kind 
of debt. Any up-to-date Omar Khayyam would 
have to reverse the sentiment of the famous 
Persian poet's famous lines if he wanted to supply 
us moderns with a theme song. 

This era might also be called the Age of the 
Great Consumer-Supplier Romance. As a writer 
in the June 1959 Business Review, bulletin of the 
Federal Reserve Bank of Philadelphia, put it: 

"Everyone who writes about business conditions 
learns very early. . . that the consumer is a 
kind of ‘sacred cow.' Businessmen, bankers, 
labor leaders, and government officials may be 
either hero or villain depending on the circum- 
stances and the writer's point of view. But the 
consumer's role is assured. He's the fastest gun 
in a Western, he's the clutch hitter in a baseball 
saga, he's Cary Grant in a romantic comedy, 
he's the hero. "' 


PAY-LATER PLANS 

The allurements offered him--you--are many 
and fantastic. If you find yourself, tomorrow at 
breakfast time, far inside the Arctic Circle at 
Vaasa, Finland, you can have a fine meal and 
say simply, "My card." If by midafternoon you 
find you are fresh out of films in the planet's 
southernmost city Punta Arenas, Strait of Ma- 
gellan, you can--by repeating your morning ges- 
ture--load your camera andrenew your snapping, 
yet part with not one sou or chunk of wampum or 
whatever is the coin of the realm in the Strait. 


By Margaret Meaders 


You can rent a car, send flowers to your 
mother-in-law, ship a prime example of Floren- 
tine art home to the old man, get Junior a ticket 
tothe ball game, and buy Little Mary a Heidelberg 
music box. You can circle the globe, dropping in 
for dinner at Maxim's in Paris, sampling the foie 
grasin Strasbourg, getting your trousers pressed 
in Lima, your shirt laundered in Calcutta. You 
can cable the wife that you're detained atthe club. 
You can park your rented car overnight in Tim- 
buctoo, hire a temporary (blonde) secretary in 
Amsterdam, rent an airplane in London, plan 
your weekend at Garmisch around a weather 
forecast furnished you exclusively, reserve one- 
on-the-aisle at the Shubert for Thanksgiving Eve, 
and buy all your Christmas offerings in Honolulu. 
And not one of these transactions need involve 
any cash. Month by month (or, in some cases, 
once a year) a single itemized bill will arrive; 
and, if you are able to face such an all-inclusive, 
gigantic financial Day of Reckoning, you can settle 
the whole kit-and-kaboodle with a single check. 


Credit Cards 

If, that is, you belong tothe proper credit-card 
organization, chief among which are ''Amex" of 
the American Express Company, the Diners' 
Club--pioneer in these wide-ranging credit plans, 
and the latest, Hilton Hotels'new ''Carte Blanche" 
group. ''Amex"' claims half a million cardholders 
and 32,000 participating service firms in 120 
countries; the Diners' Club lists a million mem- 
bers and 30,000 associated organizations here 
and abroad; and a "Carte Blanche'' (the most 
complete all-purpose card of the lot) was this 
spring sent to a millionholders of regular Hilton- 
Hotels cards. Also, over 100 banks scattered 
around the nation are now issuing identification 
cards to approved applicants, who may use the 
cards for charge-account purchases at selected 
stores andthen get a monthly bill with no service 
charges included. Thus has the credit-card sys- 
tem donned seven-league boots and gone running 
far and wide over the earth. 


Revolving Credit 

Then there are the new revolving-credit ac- 
counts, being used more and more by department 
stores and banks.. By April of this year about 


$500 million (one third of the total) of all instal- 
ment credit at department stores was "'revolv- 
ing.'' And on May 25 one bank alone (the only 
one to release figures so far on its revolving- 
check credit plan) reported $14.7 million extended 
via such a system. This service is claimed to 
be the fastest growing new service in banking. 
Sold under brand names like ''Ready Credit," 
"Advance Credit,'"' and "Check Credit," it is 
extended to a person who, having applied for a 
line of credit and been approved, can then borrow 
up to the extent of his "line'' whenever he wants, 
simply by writing a check. Interest is charged 
only on the amount he uses, Each month he pays 
back one twelfth of the amount borrowed ("'used"') 
plus interest and cost of life insurance, both of 
which are computed onthe daily unpaid balance-- 
interest at 0.98 per cent and insurance at 0. 06 
per cent a month. 

In New York State, where the plan is catching 
on most rapidly, the credit checking accounts 
thus set up are not subject to minimum balances 
and per-check fees and service charges. There- 
fore, many persons have discovered that if they 
have ordinarily used many small checks this new 
system is more economical than paying fees on 
ordinary checking accounts. Outside New York 
the plan is not generally so attractive, but is, 
nevertheless, expanding rapidly. 

The first bank to offer this revolving credit 
was the First National of Boston, which came up 
with the plan in 1955. New York's pioneer was 
the First National City Bank, which got into the 
act early in 1959. Most probably, revolving- 
check credit will not long remain quite so eco- 
nomical, even in New York. From the first, the 
Boston bank was permitted to charge 25 cents for 
each "credit'’ check drawn; and a White Plains, 
N.Y., bank has got around the New York law 
against handling or service fees by issuing each 
approved applicant several transfer slips instead 
of checks. The borrower can then borrow at will 


up to his maximum credit line, but must deposit 
his borrowings to a regular or ordinary "special" 
checking account rather than simply draw fee-free 
checks upon a revolving-credit account. 

Changes will undoubtedly slow but apparently 
will not stop the spreading of the idea. First 
National City Bank of New York reported that of 
the $14.7 million in revolving credit outstanding 
late in May, $8.2 million had been drawn down by 
24,798 borrowers; applications had been received 
from more than 45,000 persons; 30,499 had been 
approved; 13,966 had been turned down or with- 
drawn. All other applications were being inves- 
tigated or processed. 


A PAY-LESS-NOW PLAN 

New wrinkles are constantly being added to the 
credit picture. And occasionally other wrinkles 
are being ironed out. The credit-card movement 
has assumed such fantastic proportions that the 
latest result is an innovation that would have 
completely confounded our strict cash-on-the- 
barrelhead forebears. Now you can get a 10- 
per-cent discount just for doing what Grandfather 
considered basic to individual integrity and na- 
tional solvency--paying for anarticleor a service 
when you get it! So many hotels, restaurants, 
motels, service stations, car rentals, and simi- 
lar establishments have been paying substantial 
commissions on the volume of trade from club 
members that at least 3,000 reportedly have 
grabbed the chance offered about a year ago to 
give 10 per cent off on all cash transactions to 
"cash-card'' members of New York's new Rozee 
Bonus Club. (The discount doesn't apply to tips 
and taxes.) The Rozee organization now claims 
more than 220,000 members ($5 annual dues 
each). Evidently, the commissions paid to credit 
clubs plus the bother, labor, and cost of handling 
credit accounts have made the cashclub attractive 
to participating contract establishments, who 
prefer to pay percentages on cash transactions 
rather than on credit ones. 


TABLE I 


GROWTH OF U.S. CONSUMER CREDIT 
December 150, 1958, and May 1959 


December 31, 1950 


__ December 31, 1958 


May 31, 1959* Period Increases 


Amount Per Cent 


Amount Per Cent Amount Per Cent Amount Per Cent 
(In billions) of Total (In billions) of Total (In billions) of Total (In billions) Growth 

Personal Instalment $ 2.8 i3.1 $ 8.6 19.1 $ 8.9 19.4 6.1 217.9 
Automobile Instalment 6.1 28.5 14,2 31.6 15.0 32.8 8.9 145.9 
Repair and Modernization 

Loans 1.0 4.7 a | 4.7 2.2 4.8 1.2 120.0 
Single-Payment Loans i 8.4 3.5 7.8 3.8 8.3 2.0 111.1 
Other Consumer-Goods 

Paper 4.8 22.4 9.0 20.0 8.9 19.4 4.1 85.4 
Merchandise Charge 

Accounts 3.3 15.4 5.0 11.0 4.2 9.2 0.9 27.3 
Service Credit 7.5 _2.6 __ 5.8 _2.8 8.2 _1.2 75.0 

TOTAL $21.4 100.0 $45.0 100.0 $45.8 100.0 $24.4 114.0 


*Seasonally adjusted estimates 


Source: Federal Reserve Board and Thomas W. Rogers in "Consumers Credit - Yesterday, Today, Tomorrow,'' Consumer Credit in Texas, Business 


and Economic Studies, No. 5, May 1959, Texas Christian University 
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THE FANTASTIC GROWTH OF CREDIT 

The credit-card plans and the revolving-check 
accounts are only two facets of the gigantic con- 
sumer-credit system that, especially since World 
War II, has become the latest in a long line of 
systems that could properly--if temporarily--be 
called "the American way of life.'' This one 
seems pushing all others for first place, at least 
in breadth of pattern. 

For example, during April 1959total consumer 
credit rose $479 million, the largest monthly in- 
crease since 1955, the year consumer credit 
really had itself a ball. During May it expanded 
by a whopping $545 million, which may not be 
hay, but is a great deal of "paper." Of the April 
gain, $423 million was consumer instalment 
credit; of the huge May increase, $443 million 
was instalment. April extensions, seasonally 
adjusted, topped all previous highs, climbing to 
$3.9 billion, and were promptly outdistanced by 
a new high in May of $4 billion. Auto paper 
accounted for $220 million of the Aprilinstalment 
credit, (a jump of $51 million above the monthly 
average for the first quarter of the year, when 
auto sales were something less than overwhelm- 
ing) and $177 million of the May totai. Other 
consumer-goods paper was up $120 million in 
April and $151 million in May, compared witha 
previous monthly average hike this year of only 
$80 million. Outstanding noninstalment credit 
grew $56 millionin April, chiefly because of con- 
tinued expansion and single-payment loans, and 
$102 million during May, with growth in service 
credit and charge accounts largely responsible. 

Total consumer debt (credit) at the end of May 
had reached $45. 8 billion, with instalment credit 
accounting for $35 billion. (See Table I.) Mort- 
gage debt of individuals and unincorporated enter- 
prises rose 10 percent during 1958 (a rate faster 
than that in 1957), reaching a totalof $145 billion. 
Financial debt (chiefly, stock-market debt and 
life-insurance loans) of individuals and unincorpo- 
rated enterprises rose $1.5 billion during 1958 
to total $12.5 billion. Long- and short-term 
debt rose $3 billion to total $23.5 billion, with 
farm-mortgage debt expanding $700 million. 

The greatest surge in consumer credit has 
come since World War II. When the war ended, 
that debt totaled $5.7 billion. Within 10 years it 
grew to $38.7 billion. During 1955 alone: it in- 
creased almost $6.5 billion, much of the increase 
accounted for by the fact that nearly eight million 
new passenger cars were manufactured and six 
million sold that year, 60 per cent of them on 
credit. At the end of 1956 outstanding consumer 
credit had reached $44.8 billion; at the end of 
1957 it totaled $45 billion. 

This fleet-and-flying consumer debt is said to 
be engendering the jitters in Washingtonand else- 
where. Is another credit boom like that in 1955 


flexing its biceps just over the hill? Answers can 
be had, but few agree with each other. There- 
fore, many experts and laymen are crossing their 
fingers and whistling hard and avoiding walking 
under ladders, hoping to put the hex on any new 
and dangerous inflationary spiralthat might come 
whirling along like a Southwestern dust devil ina 
plantation of ripe tumbleweeds and try to mess 
up the financial landscape, just when the reces- 
sion has turned small along the far horizon. 


POTENTIAL CONSUMER POWER 

The biggest of the several influences that can 
strengthen or threaten the serenity of this finan- 
cial picture is held by many persons to be con- 
sumer spending--or, to be more realistic, con- 
sumer-buying-on-credit. Such consumer buying 
makes up 65 per cent of the total spending in the 
nation (one way of expressing the Gross National 
Product). It is also consistently outrunning the 
GNP in rate of growth: between 1941 and 1956 
the GNP expanded 23 per cent, but consumer 
credit grew 360 per cent. Naturally, then, every 
indication of nerves or of excess frugality or of 
other such extremes of action on the part of Mr. 
(or perhaps more properly Mrs.) Consumer is 
always watched with the hawk eyes of the family 
doctor, especially when the economy is conva- 
lescing from a mild or an immoderate fever. 


A New Kind of Consumer ? 

~ Such is the case now. What course will con- 
sumer spending take duringthe next few months ? 
That could be the sixty-four-billion-dollar ques- 
tion (with no satisfactory answer rehearsed) upon 
which hinges the prognosis of the condition of the 
patient--the American economy. Some of the 
boys-who-are-supposed-to-know say that a new 
creature has arisen among us--a new kind of 
consumer, one who is a trifle more mature, 
more nearly satisfied with the status quo as 
applied to his current possessions, but albeit 
more sophisticated and therefore less easily 
satisfied with something that is merely ''the latest 
model" than was his immediate predecessor of 
the postwar years. This new hybrid among con- 
sumers is said to be no spender in the beautiful, 


relaxed, what-you-got-for-sale fashion of earlier 
consumers, 


A FED Survey 

~ So much speculation has arisen about this 1959 
model of the American consumer that the Phila- 
delphia Federal Reserve Bank decided in the late 
winter to conduct a small survey in an effort to 
prove ordisprove his actuality. To the merchants 
he is a sort of Abominable Snowman, American 
version. To the manufacturers of automobiles 
and other consumer durable and nondurable 
goods he is a sort of Mad Hatter, whose actions 


TABLE Il 


CONSUMER INSTALMENT CREDIT BY TYPE OF LENDER 
United States, 1950, 1958, and May 1959 


December 31, 1950 


Amount Per Cent 
(In billions) of Total 
Commercial Banks $ 5.8 39.5 
Sales Finance 
Companies 3.7 25.2 
Consumer Finance 
Companies 1.3 8.8 
Credit Unions 0.6 4.1 
Other Financial 
Institutions 0.4 2.7 
Retail Outlets 2.9 19. 7 
TOTAL $14.7 100. 0 


*Seasonally adjusted estimates 
Source: 


can neither be gauged nor predicted. Well, the 
Philly FED would have a try at tracking him 
down. So a small sampling of 400 households 
was interviewed by telephone, each being asked 
a single leading (loaded) question: "If you re- 
ceived, with no strings attached, $2,000 that you 
had not expected, how would you use it?" Follow- 
up questions depended upon the answer to the 
first, but ran so: ‘Would you use the entire 
amount for that purpose?" "In what form would 
you save?" "What make car would you buy?" 

Fully aware of the smallness of the sampling, 
of all lack of similar surveys with which to com- 
pare theirs, and of the ease with which answers 
could be misinterpreted, the FED still found the 
over-all results interesting: 


Twenty-three per cent would pay bills. 

Eight per cent would pay bills but would 
also save something. 

Twenty-four per cent would save all. 

Sixteen per cent would spend all. 

Twenty-nine per cent would spend only part. 

Four per cent woulduse a portion for church 
and charity. 


Put into round figures--150 families would re- 
duce their debts; 168 mentioned savings; 243 would 
spend some or all of the money. The reduction 
of mortgage debt was specifically mentioned by 
55 households; 40 would buy furniture with all or 
part of the windfall; 26 would put all or part on 
a down payment on a new home; 24 would use the 
money to take care of educational expenses; 20 
would take a vacation; 14 would "probably" apply 
the funds to the purchase of an automobile; only 
eight households specified interest in additional 
appliances (including TVs); only five would put 
part of the money "'on their backs, "' 


December 31, 1958 May 31, 1959* 


Amount 


Per Cent Amount Per Cent 

(In billions) of Total (In billions) of Total 
$12.8 37.7 $13.6 38.9 
8.8 25.9 9,0 ae | 
3.4 10.0 3.4 9.7 
ase 7.9 2.8 8.0 
1.4 4.1 1.5 4.3 
4.9 14.4 4.7 13.4 
$34.0 100. 0 $35.0 100.0 


Federal Reserve Bulletin, August 1958, and the Board's July 1, 1959 release 


Apparently, there really may be a new con- 
sumer--or a reformed one. If the Philadelphia 
survey is valid, it points to the significant fact 
that the recent recession has not yet either died 
or entirely faded away. This fact is suggested 
by two attitudes on the part of the members of 
the 400 households interviewed: first, unpaid 
bills were uppermost in the minds ofa third of 
the sample; second, a significant number showed 
strong interest in saving. Neither attitude makes 
an eager, naive buyer. 

However, a qualifying statement ortwo must be 
made. The interestin saving wasnot so clearly a 
result of the recession as was the consciousness 
of unpaid bills. At least, not in this particular 
survey; for most of the households thinking im- 
mediately of rainy days live in the more affluent 
sections of Philadelphia, where roofs presumably 
would not have developed leaks during last year's 
brief spell of stormy weather. Apparently, those 
people simply are not excited about any "big- 
ticket" items currently being dangled before their 
wary (and perhaps weary) eyes. 

In reporting its survey, the Philadelphia FED 
observed, "It may be significant that education, 
furniture, and vacations were particularly popu- 
lar in the so-called 'high-rent districts.' Edu- 
cation and all that goes with it could be back in 
style. The ‘egghead' is coming into his own. 
Could furniture be providing a means to express 
oneself in a tasteful, satisfying way and, there- 
fore, be in tune with this emphasis on culture? 
Vacations and travel expenditures have always 
seemed to have overtones of culture and sophis- 
tication. Perhaps this is some sort of evidence 
to sustain the idea of a new sophisticated con- 
sumer." All of which is to a great many pro- 
ducers, processors, and vendors like saying that 
the Abominable Snowman really is stalking the 


nh 


continent. 


Other Findings 

The worried ones can, however, take heart to 
a moderate degree from the findings ofthe FED's 
Board of Governors based upon more than 2,500 
interviews taken in January and February in 
the nation's 12 largest metropolitan areas and in 
54 other areas and then reported in the FED's 
Bulletin for March, "Early this year, the report 
said, "consumers viewed their financial situ- 
ations and prospects more favorably than a year 
ago, and the proportion who “planned to make 
major expenditures during 1959 was moderately 
larger than in early 1958. ... 

"The recovery in economic activity that had 
occurred by early 1959 was reflected in an in- 
crease from early 1958 in the proportion of con- 
sumer spending units who said that they were 
earning more thana year earlier and a corres- 
ponding decrease in the proportion who said that 
they were earning less. . . . Nearly four inten 
consumers reported that they were better off 
financially than a year ago, compared with one in 
three consumers in early 1958. Consumers' 
views on their financial situations in early 1959 
were about the, same as in early 1955, but were 
slightly less favorable than those reported at the 
beginning of 1956 and 1957.'' However, farther 
along the report also says: "Except for a sub- 
stantial rise in plans to buy houses, consumers' 
buying plans in general were only moderately 


above a year ago. The proportion of consumers 
planning to make expenditures on cars, on other 
durable goods, or on home improvement and 
maintenance increased to 50 per cent early this 
year from 47 per cent a year earlier, but the 
average planned expenditure declined moderately. 

"The proportion of consumers reporting plans 
to buy new cars during the year rose from the 
relatively low level of early 1958 but was still 
below the levels in the previous three years, 
The median price consumers expected to pay 
reached a new high of $3,030. While the pro- 
portion of consumers that planned to buy used 
cars was above that of most recent years, it was 
down from the high reached last year, and the 
median price consumers expected to pay was 
lower than a year ago." So take your pick: that 
great protagonist the consumer is (in a buying 
mood) (not in a buying mood). 


THE SAVINGS PICTURE 

The interest in saving demonstrated by the 
Philadelphia households was no 1959-first-quarter 
development. The rate of saving has been high 
for some time. Personal savings totaled about 
$20 billion both in 1957 and 1958. At the end 
of the first quarter of this year, the total was 
slightly higher--$20.4 billion. Net financial sav- 
ings (securities, currency, deposits, insurance, 
shares in savings and loan associations and in 
credit unions, and pension reserves) accounted 
for $16.2 billion of last year's total, while 1957 


TABLE III 


REPAYMENTS AND CHANGES IN U.S. CONSUMER INSTALMENT CREDIT 
1951, 1953, 1955-1958 and May 1958 and May 1959 
(In millions) 


Automobile 
Total Repayments Paper 
1951 $ 22,985 $ 9,058 
1953 27,956 10, 879 
1955 33,649 13, 082 
1956 37,194 14,576 
1957 40,158 15,595 
1958 40,727 15,432 
May 1958 3,338 1,284 
May 1959 3,602 1, 320 
Aunual Dollar Changes 
(In millions) 
1951 + ‘Sot - 102 
1953 + 3,602 + 2,102 
1955 + 5,390 + 3,663 
1956 + 2,869 + 987 
1957 + 2,268 + 950 
1958 - 230 - 1,278 


Repair and 


Other Consumer Modernization Personal 
Goods Paper Loans Loans 

$ 7,404 $ 772 $ 5,751 

8,622 1,119 7,336 

1,315 9,501 

10,714 1, 362 10,542 

11,444 1,466 11,653 

11,432 1,566 12,297 

940 124 990 

1,003 134 1,145 

+ 81 + 69 + 543 

+ 605 + 225 + 670 

+ 883 = 73 + 771 

+ 876 + 206 + 800 

+ 182 + 196 + 940 

+ 315 + 54 + 679 


Source: Federal Reserve Bulletin, February 1959 


TABLE IV 


GROWTH OF CONSUMER LOANS BY NEW MEXICO COMMERCIAL BANKS‘!) 
December 31, 1945 and 1950-1958 
(In thousands) 


Automobile “Other Retail Residential Repair Other Single 

Instalment Consumer and Modernization Instalment Payment 
Year Total Loans Instalment Loans Loans Loans Loans 
1945 $ 3,086 $ 742 $ 239 $ (2) $ 726 $ 1,379 
1950 28,658 9,148 467 1,643 3,507 9,893 
1951 26,810 9,052 , 827 2,141 3,615 8,175 
1952 36,110 12,785 » 488 3,087 4,876 9,874 
1953 38,989 14,499 , 180 3,777 5,248 9,285 
1954 41,032 13, 883 , 032 3,854 6,198 10,065 
1955 46,960 18,648 122 3,972 7,363 9,855 
1956 52,294 21,015 , 687 4,621 9,411 9,560 
1957 62,645 26,138 , 341 6,043 10,584 10,539 
1958 73,356 28,539 , 426 7,019 13,137 15,235 
Approximate Increases: 

1945-1958 2, 300% 3, 700% 3, 800% 327%(3) 1, 700% 1, 000% 


(1) These loans are those usually considered "consumer" loans. 
(2) Included with "Other Retail Consumer-Instalment Loans". 
(3) 1950-1958 increase. 


Source: Semi-annual reports of the Federal Deposit Insurance Corporation 


financial savings set a postwar record of $18 
billion, (But at the same time that Americans 
were salting away such substantial sums, they 
were pouring out larger ones. In 1957 we bought 
consumer durable goods to the tune of almost 
$40 billion; in 1958 we put $37 billion into such 
things. ) 

The composition of savings beganto show some 
definite changes last year. In comparison with 
1955, 1956, and 1957 there was a small amount 
put into securities; net purchases of investment- 
company shares, on the other hand, reached an 
all-time high by increasing by half a billion dol- 
lars. Also setting new postwar records were the 
size of savings accounts at banks and the volume 
put into shares of savings and loan associations. 
Savings represented by private life-insurance and 
pension reserves increased somewhat, while 
savings represented by government insurance 
and pension reserves were quite small in com- 
parison with other years, largely because of big 
payments into unemployment and other social- 
security funds. 


DEBT RETIREMENT 

Repayments ondebts during 1958 (see Table III) 
interestingly and perhaps significantly outdis- 
tanced new credit by $230 million. Also, during 
the first two months of this year the amount out- 
standing actually dropped $1 billion; and during 
this last May the volume of credit extended by 
commercial banks was $44 million less than in 
April, although the total outstanding continued to 
grow. Brakes were applied by declines in auto- 
mobile credit and in pérsonal loans. 

It would seem that the American consumer is 
doing at least a fair job of watching his debt 
situation and that the opinion of a representative 


of the C.I.T. Finance Corporation, as quoted in 
a recent issue of the New York Times, may be 
pretty accurate: 

"Large amounts of credit outstanding . . . are 
no cause for concern in themselves. The record 
of the average U.S. time buyer proves that he is 
an excellent credit manager and he has compiled 
a record for prompt repayment of financial re- 
sponsibility through good times and bad." 


THE COST OF CREDIT 

There arethose persons, then, who do not look 
with grave apprehension uponthe rapid expansion 
of consumer credit. There are others who feel 
that such expansion may even be somewhat less 
rapid than it shoyld be if it is to achieve the 
ultimate in increased consumer buying power, 
especially for the buyer-on-credit. Clemens B. 
Thoman, associate professor of economics at the 
University of Nebraska, is one of the latter. In 
the May Current Economic Comment (organ of the 
College of Commerce and Business Adminis- 
tration, University of Illinois) he writes that far 
too little consideration has been and is given to 
the effect of the cost of credit upon such buying 
power. 

"When borrowers are taken as one subaggre- 
gate of consumers, it is important to realize that 
for them interest payments subtract from pur- 
chasing power," he points out. "Thus, whereas 
consumer credit growth adds to this group's 
ability to buy, interest payments may completely 
offset the addition. "' 

Professor Thoman sets up a break-even growth 
rate of credit to correspond to given effective 
interest rates. The formula arrived at is used 
to show which break-even rates of growth corres- 
pond to specified interest rates. For example, 


if the interest rate is 8 per cent, Professor 
Thoman holds that credit must then expand by 
8.3 per cent if the borrower is to break even in 
buying potential; if the former rate is 10 percent, 
the latter must be 10.5; if the former is 12, 14, 
or 16 per cent, the rate of credit growth must be 
12.8, 15.1, or 17.4 percent, respectively; other- 
wise, the buyer-on-credit is actually having his 
purchasing power reduced rather than increased. 
The writer carefully points out that expanding 
consumer credit adds to the total purchasing 
power for the all-consumer aggregate, because 
interest payments sooner or later flow, as a 
matter of course, into income streams. But he 
believes it beyond doubt that at timesthe borrow- 
ing group denies itself more purchasing power 
than it gains, simply by paying interest rates 
which more than offset the expanded credit. 

"In addition,"’ he says, “it is possible that a 
net loss of borrowers' purchasing power, even 
though credit is growing during that period, can 
affect the sales of goods that most depend upon 
credit for a market.'' This reasonable aSsump- 
tion reminds one of figures like those in the 
Federal Reserve Bulletin for last February which 
show that about half of all purchases of durable 
goods involve at least some credit, with six in 
10 of all car purchasers and more than five in 10 
of the buyers of furniture and household durable 
goods during 1957 having borrowed to finance 
such purchases. 

Professor Thoman does not condemn the insti- 
tution or system of consumer credit. Instead, he 
suggests that the growth of credit at a really 
rapid rate is imperative if it is to be a genuinely 


effective aid in marketing consumer durables. 
Reviewing the fact that, despite consistent ex- 
pansion of consumer :credit during 1955, 1956, 
and 1957, durable-goods purchases fell off during 
that period, he says that it is "difficult to re- 
concile these two movements without the reali- 
zation that the borrowing group actually lost net 
purchasing power from the credit-growth during 
and even preceding this period.'' He feels that 
really effective credit expansion may have to be 
as much as 15 per cent a year or more, the only 
alternative being ''for consumers to buy durables 
without making such extensive use of credit. "' 


Professor Thoman then demonstrates the re- 
lationship between the two rates about which he 
writes, stating that if from 1950 through 1958 the 
interest rate on all consumer credit had been 12 
per cent (Fortune has estimated that the 1956 rate 
on all instalment credit was 16 per cent), then 
consumer credit would have had to total $27.5 
billion in 1952, $34.5 billion in 1954, $44 billion 
in 1956, and $56 billion in 1957 in order to offset 
interest payments. In actual fact, consumer 
credit during those particular years was such 
that in 1952 it would have offset interest costs, 
in 1953 would have left a margin of purchasing 
power, but during all the other years would have 
been insufficient to equal interest costs. In addi- 
tion to the Fortune estimate, a Federal-Reserve 
study has indicated that 1956 add-on rates on car 
credit equaled interest rates of 10.9 per cent on 
new cars, 15.3 per cent for late models, 21.4 
for older used cars, and 12.7 percent for mobile 
homes, 


TABLE V 


GROWTH OF LOANS BY SELECTED INSTITUTIONS 
New Mexico, December 31, 1947 and 1952-1958 
(In millions) 


Commercial 

Year Banks 
1947 $ 80.1 
1952 133.3 
1953 144.9 
1954 154.6 
1955 101.2 
1956 201.1 
1957 232.9 
1958 273.4 
Per Cent Change: 

1947-1958 +241. 3 

1952-1957 


Savings and Loan 


Small-Loan 


Associations Licensees Credit Unions 
$ 16.1 $ 4.7 $ na 
41.4 8.0 2 
48.7 10.5 1.9 
59.8 10.6 2.5 
76.4 15.6 6.3 
86.8 20.8 9.4 
96.2 25.8 10.3 
109.6 28.7 na* 
+580.7 +510.6 
+758. 3 


na - not available 


*Figures are available only for state-chartered credit unions: $3 million in comparison with $2.1 million in 1957. 
Source: Annual reports of the New Mexico State Bank Examiner and of the Bureau of Federal Credit Unions 


CONSUMERS AND RECESSIONS 

There are also those people who doubt the va- 
lidity of the all-important role supposedly played 
by the consumer in getting the U. S. through the 
recession andinto our rather dramatic recovery. 
These doubting Thomases point to the fact that 
although consumer spending continued at a fairly 
high level throughout the recession, at the same 
time unemployment benefits; union welfare bene- 
fits, high dividends (in the face of declining 
profits), and easier money were all financial 
crutches upon which countless consumers leaned. 
To encourage more realistic evaluation of the 
consumer's role in the economy, these critics 
ask questions like ''How probable is it that the 
consumer will rapidly increase his buying with 
more and more of the burden for economic ad- 
vance resting upon his shoulders?" Answering 
their own queries, they say, "Apparently, the 
consumer just doesn't go ahead and bravely and 
philanthropically spend us outof business blues." 

Although consumer spending on food and cloth- 
ing has risen during every quarter except three 
since the first of 1952 and spending on services 
has increased during every quarter since the last 
half of 1944, during the recessions the rates fell 
off and strengthened again only in response to 
definite shots-in-the-arm like lowered taxes, 
easier credit, attractive goods and/or "bargains, " 
The Philadelphia FED believes that if prices hold 
steady this year and next and incomes move on 
upward the consumer will of course have more 
purchasing power and producers willhave to whet 
his appetite with more alluring products. But if 
prices once more begin spiraling upward, the 
FED's opinion is that the consumer may not have 
sufficient power or incentive to initiate or main- 
tain a real buying surge. One hears in this opin- 
ion echoes of Professor Thoman's views. 


HOW THINGS LOOK IN NEW MEXICO 


Total Loans 

The consumer-credit situation in New Mexico 
pretty well parallels that throughout the nation. 
In 1921 total loans outstanding at all commercial 
banks in the State were about $46 million (some- 
thing like $128 per capita); in 1958 they totaled 
$280 million (close to $300 per capita). Such 
loans at savings and loan institutions have grown 
from $41 million (about $57 per capita) in 1952 to 
$110 million (around $126 per capita) last year. 
Credit-union loans outstanding at the end of 1945 
totaled $46, 262 (per capita--$0. 08); bythe end of 
1957 the amount was $10 million (per capita, 
$11.25). In 1947 small-loan licensees had loans 


outstanding of $4.7 million (per capita, $7.40) 
and in 1957 of $25.8 million (per capita, $27.74). 
The monthly average of such loans at the three 


dozen banks reporting regularly to the Bureau of 
Business Research was $31.7 million in 1955, 
$34.1 million in 1956, $36.5 million in 1957, 
$43.4 million in 1958; and the January-through- 
May average this year reached $50.9 million. 
This last figure equals an average monthly loan 
in New Mexico's commercial banks of around 


$52.50 for every man, woman, and child in the 
State. 


PERCENTAGE INCREASES 


IN CONSUMER CREDIT \\ 
275 
AT N.M. COMMERCIAL BANKS “I N 
1950-1958 212 


SOURCE: Federal Deposit Insurance Corporation 


Consumer Credit 

Apparently, credit is a force to be reckoned 
with here inabout the same degree as elsewhere. 
The credit ordinarily considered ''consumer" 
accounted last year for slightly more than one 
fourth ($73.4 million) of the $280 millionin loans 
outstanding at all commercial banks. Of that 
$73.4 million, 98 per cent--or $71.8 million-- 
was instalment loans. In 1945 the total of all 
such consumer loans was only $3.1 million (see 
Table IV). By 1950 it was up to $28.7 million; 
by 1955 it had reached almost $47 million; by the 
end of 1957 it totaled somewhat more than $62.5 
million. 


Fastest Grower 

The most rapidly expanding segment of that 
consumer credit at New Mexico commercial banks 
is instalment loans for "other retail consumer 
goods.'' Since 1945 it has experienced growth 
of a little more than 3,800 per cent--a fantastic 
increase. Automobile instalment loans are only 
a hop-skip-and-jump behind, having grown from 
$742,000 in 1945 to $28.5 million last year-- 
expansion of 3,700 per cent. Table V shows how 
loans made by four types of financial institutions 
sthave increased. 


(Continued on Page 11) 


Business Activity in 


Index of Business Activity (1947-49 = 100) 


Sales data: Not available. See March issue of NEW MEXICO BUSINESS 


*Life Insurance Sales (1, 000s) 
*Bank Debits, 36 banks (1, 000s) 
Bank Loans and Discounts, 36 banks (1, 000s) 
Demand Deposits, 36 banks (1, 000s) 
Time Deposits, 36 banks (1, 000s) 
Business Failure Liabilities (1, 000s)» 


Wage Workers in Nonagricultural Establishments 
in Mining 
in Contract Construction 
*in Manufacturing 
in Transportation and Utilities 
in Trade 
in Finance, Insurance, and Real Estate 
in Services and Miscellaneous 
in Government 
Number of Insured Unemployed 
Rate of Unemployment (per cent of labor force) 


Construction Contracts Awarded (1,000s) 
Residential 
Nonresidential 
Heavy Engineering 


*Petroleum Production (1, 000s of bbls) 
Natural Gas Production (millions of cu ft) 
*Electric Power Production (1, 000s of kwhs) 
*Index of Total Metallics Production (1947-49 = 100) 
Mine Production - Copper (1, 000s of Ibs) 
Mine Production - Lead (1, 000s of lbs) 
Mine Production - Zinc (1, 000s of lbs) 
*Mine Production - Potash (1, 000s of tons) 


Index 6f All Farm Prices (1947-49 = 100) 
Index of Livestock Prices 
Index of Crop Prices 

Receipts from All Farm Marketings (1, 000s) 
Livestock and Products 
Crops 


Bank Debits, 36 banks (1, 000s) 

Bank Loans and Discounts, 36 banks (1, 000s) 
Demand Deposits, 36 banks (1, 000s) 

Time Deposits, 36 banks (1, 000s) 


Wage Workers in Nonagricultural Establishments 
Number of Insured Unemployed 
Rate of Unemployment (per cent of labor force) 


*Building Permits, total 17 cities (1, 000s) 
Residential 
Nonresidential 
Other 


Index of All Farm Prices (1947-49 = 100) 
Index of Livestock Prices 
Index of Crop Prices 


New Mexico 


Per-Cent Change INDEX 
May 1959 from May 1959 
May Year Earlier April May (Average Month 
1959 May 1958 1959 1958 1947-49 = 100) 
299.9 266.1 - 1.2 13.7 ‘299.9 
$ 23,167 $ 21,421 - 4.5 + 8.2 660.6 
504, 404 398,576 - 1.5 + 26.6 310. 64 
52,231 40,246 * 2.8 +°29.8 304, 98 
340, 313 305,732 - 1,5 + £43 179,74 
120, 437 107,460 * 1.4 + 12,1 336.44 
100 42 + 89.2 +141.6 350.2 
230, 800 216, 800 * te + 6.5 175.2 
18,600 19, 200 * 43 - 3.1 149.2 
23, 300 19,900 - 1.3 * 34.1 184.4 
16,700 15,400 * 25 + €4 180.9 
20,500 19, 800 + 2.8 + 3.5 134.9 
48, 100 45,400 + 0.6 + 5.9 165.9 
8,600 7,800 + 4 + 10.3 296.6 
33,200 31,200 + 2.2 + 6.4 152.5 
61, 800 58, 100 + is + 6.4 216.6 
3,598 5,915 - 17.4 - 39.2 -- 
1.94 3. 36 - 17.8 - 42.3 124.9 
$ 22,698 $ 23,169 - 24.2 - 2.0 -- 
13,752 11,705 - 3.9 + 27.5 -- 
5, 183 6, 069 - 43.4 - 14.6 -- 
3,763 5,395 - 41.8 - 30.3 -- 
8,727 8,208 + 3.3 + 6.3 230.1 
56,693 58,588 + 3.9 - 3.2 352.5 
263, 903 243,605 - 0.4 + 8.3 299.1 
64.0 49.4 + 2.9 + 29.7 64.0 
11,600 8, 256 + 3.3 + 40.5 109.7 
na 210 -- -- -- 
na 234 << 
1,191 1,133 - 0.9 + 3.4 297.5 
112.4 105.5 + 0.4 + 23 112.4 
123.2 115.1 + 0.5 + 46 123.2 
94.0 89.3 0.0 + 6.3 94.0 
$ 11,694 $ 10,856 + 53.1 + 35 119.6 
8,643 8,377 + 50.5 + 3.2 104.3 
3,051 2,479 + 68.0 + 23.1 187.1 
Per-Cent Change INDEX 
June 1959 from June 1959 
June Year Earlier May June (Average Month 
1959 June 1958 1959 1958 1947-49 = 100) 
$520, 372 $430,699 * Bo + 20.8 320, 5a 
51,526 42,220 - 1.3 + 22.0 300. 94 
344,560 313,793 + 1.3 + 9.8 181, 98 
120,938 107, 891 + 0.4 + 22.4 337, 74 
234, 800 221, 800 * 27 + $.9 178.2 
2,993 4,812 - 16.8 - 37.8 = 
1.60 2.71 - 2.3 - 41.0 103.0 
$ 10,181 $ 9,402 * 43.6 + 6.3 386. 04 
7,192 6,556 DBF 440. 62 
1,570 2,071 - 37.5 - 24.2 224. 68 
1,419 775 + 20.8 + 83.0 463.14 
113.1 101.1 + 0.6 + 12.0 113.1 
123.8 109.7 * 6.5 + 12.9 123.8 
94.0 86.5 0.0 ef 94.0 


*Indexes for these items are used to compute the index of Business Activity. 
Although the number of reporting units changes, the i 


bThe figures in this series are based on the average of three months' data. 


na - not available 

Sources: 

Retail Sales Data: N. M. Bureau of Revenue 
Potash Production: N. M. Bureau of Revenue 


for these items are comparable with indexes for preceding months. 


Petroleum and Natural Gas Production: N. M.. Oil Conservation 


Commission 


Life Insurance Sales (New Ordinary): Life Insurance Agency 


Management Association 


Wage Workers and Unemployment: N. M. Employment Security 


Commission and U. S. Department of Labor 


10 


Electric Power Production: Federal Power Commission 
Metallics Production: U. S. Bureau of Mines 


Farm Prices and Marketings: U. S. Agricultural Marketing 


Service 


Bank Data (all series), Building Permits: 
Bureau of Business Research 


Business Failure Liabilities: 


Construction Contracts: F. W. Dodge Corporation 


Dun & Bradstreet, Inc. 


—_ 


Monthly Summary 


(Continued from Page 1) 


employment from its 1958 low. Moreover, that 
low point (38 per cent above the booming 1947-48 
average) could hardly be considered depressed. 
Employment in manufacturing has advanced near- 
ly 21 per cent beyond its 1958 low point and is 
currently more than 6 per cent above any previous 
high. Mining, trade, finance, and services have 
all shown increases of more than 15 per cent. 
Only transportation and government (neither one 
particularly depressed in 1958)have not achieved 
employment gains of more than 10 per cent. 

Thus the over-all expansion in nonagricultural 
wage employment of nearly 13 per cent was pretty 
well shared by most segments of the economy, 
presumably evidence of a healthy state of affairs. 
And while none of our usualmeasures of business 
activity showed spectacular increases over April, 
substantial advances over year-earlier levels 
made by most indexes are corroborating evidence 
of a vigorous economy. 

Inview of construction's leading role for sever- 
al years, the precipitous drop in contracts a- 
warded during May could be cause for concern. 
However, June's volume of building permits 
issued(a major segment of the contracts-awarded 
figure) increased strongly, indicating that the May 
decline may have been temporary. 


New Mexico employment 


shows seasonal parallels, 


but was stronger in the June-May period 


of 1958-59 


than during the same period of 1957-58. 


(Average Month 
1947-49=- 100) 


180 
1680 


1958-59 


Me, 


1957-58 


During the last two years (June through May), 
the patterns of New Mexico BANK DEBITS 


were interestingly similar. Each year 


(Average Month 
1947-49 = 100) 


340 


ie, 


the most marked changes occurred 


between November and March. 


CONSUMER CREDIT 


(Continued from Page 9) 


Of course, there is no way to know what por- 
tion of the New Mexico consumer-credit total 
belongs in the credit-card category or in charge 
accounts, etc. Just when bank revolving-credit 
plans will reach us no one can say. Certain 
department stores already offer them. Neither 
have we any way of determining whether the "new"' 
consumer is among us. We do know that New 
Mexicans are strong on vacations and various 
other aspects of "'culture.'' It would be indeed 
hardto estimate the influence of consumer buying, 
credit and otherwise, upon the State's economy 
during the months which brought recession to 
most of the rest of the nation but which saw only 
slight changes here. Certainly, sales held up 
very well in most categories. 

One is inclined to guess, however, that most 
New Mexicans--along with most Americans--are 
rather more inclined than not to paraphrase Omar 
Khayyam by saying: 


Ah, take the Credit; Cash comes in too slow, 
But don’t forget that Judgment Day will come! 
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